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This afternoon, M. Chairman, we present our findings
on State funding of the Standards of Quality (SOQ and
| ocal school division expenditures above those required by
t he SOQ

Qur analysis indicates that localities which have
educati onal expenditures beyond the SOQ have sone valid
reasons to be concerned about the |evel of responsibility
that they bear for education costs.

We have devel oped a tiered array of cost options for
t he General Assenbly’'s consideration, ranging fromnore
accurate cost estimates of inplenenting the SOQ to broad
policy options supplenenting the standards. Tier one
presents proposed adjustnments for estimating costs of the
SOQ based on current standards and prevailing cost
estimates. W believe that these adjustnents in cost
estimation practices should achieve nore realistic SOQ cost
results over the long termconpared to current practice.

Tier two includes options for funding those additional
operating costs which the majority of school divisions
al ready bear, but the State does not generally fund, or
does not fund in full in all of the school divisions. Tier

t hree addresses capital cost or debt service funding and
teacher salaries. The extent of the State s participation
in these areas to go beyond SOQ cost levels is clearly a
policy choice of the General Assenbly.

| want to enphasize, M. Chairnman, that our analysis
does not suggest how nuch noney the General Assenbly ought
to appropriate in support of public education in total.
That decision, according to the Constitution, depends on
t he goal s and objectives proposed by the Board of
Education, revisions the CGeneral Assenbly m ght nake to
those goals, and a |l egislative determ nation of the manner
of funding and the apportionnment of costs between the State
and the localities which conprise the school divisions.



Tier One: Meeting SOQ Costs

In this first tier, our analysis exam nes the costs of
i npl ementing the existing Standards of Quality. The
standards are pronul gated by the State Board of Education
in their Standards of Accreditation and other regul ations;
they are specified in the Code of Virginia;, and they are
addressed by the CGeneral Assenbly in the Appropriations
Act. These standards constitute what the Board of
Educati on has determ ned to be m ninum but high-quality
educational requirenments for |ocal school divisions.

I n 1985, JLARC devel oped a net hodol ogy for estimating
SOQ costs. This nmethodology is rooted in the real costs
t hat have been incurred by school divisions across the
Commonweal th as they have inplenented the standards. The
JLARC staff approach was used by the 1986 and 1988 Ceneral
Assenbly. However, since the early 1990s, several changes
have been made in the original JLARC nethodol ogy, resulting
in local school divisions assum ng nore SOQ foundation
costs. M. Rotz wll describe these changes in his
briefing this afternoon.

For the upcom ng bi enni um (2002-2004), Departnent of
Education (DOE) estinmates indicate that an additional $377
million in State funds will be needed to fund a 55 percent
State share of the SOQ based on routine updates to the SOQ
cost funding nodel. The bottomline of our analysis is
that we estimte an increased State cost for the SOQ of
$1.06 billion, or $683 mllion above DOE' s cost estimate of
routi ne updates to fund the standards.

Tier Two: Enhancing the Recognition of |nstructional
Personnel and At-Ri sk Pre-School Fundi ng

Tier Two presents a range of options for the General
Assenbly’s consideration. The analysis indicates that
| ocal school divisions my have good reason to believe that
the State should assune nore of the costs of inplenenting
exi sting instructional requirenments associated with
el enentary resource teachers and the required planning
period for secondary grades. These two funding itens al one
woul d cost the State an estimated $386 million during the
2002- 2004 bi enni um



Anot her option for expanded State paynents for pre-
school prograns woul d cost between $9 to $83 nmillion over
t he next bi ennium depending on which cost issues are
addressed by the State.

Tier Three Funding Options: Debt Service to Suppl enent
Current State Funds for Capital Projects and Teacher Sal ary

Cost s

The third and final tier addresses capital cost
funding and teacher salary options. The issues in this
tier present sone uni que concerns. The State historically
has had a limted role in funding locally-built facilities,
but in recent years has substantially increased its funding
for this purpose with lottery funds and school construction
grant funds. The State’'s degree of participation in this
area is a policy choice.

Wth regard to teacher salaries, the State currently
| acks a clear policy or salary goal. State-supported
salary increases for teachers during the 1990s have
generally been mnimal, and the State | ost ground during
t he decade conpared to other southeastern states and the
nati onal average. The report recomends that as a starting
point, the State may wi sh to estinmate SOQ costs using
salary increases at |east equal to the prevailing school
di vision practices fromrecent years. Beyond that, the
report reconmends that the General Assenbly and Governor
consi der establishing a task force to consider what the
State’s goals should be with regard to teacher sal aries.

Current Franmework for Determ ning State and Local
Responsi bilities for Paying Educati on Costs

In addition to determ ning SOQ costs, the Constitution
of Virginia provides the General Assenbly with the
responsibility for determning State and | ocal shares for
SOQ costs. W found that the current framework which is
utilized for determ ning these shares appears to be
conpatible with constitutional provisions. Further, about
three-quarters of all State funds are distributed using a
measure of |ocal ability to pay.



However, we do recommend that the Ceneral Assenbly may
wi sh to consider adjusting the current conposite index to:
(1) provide for a population density adjustnment, (2) update
the relative weights that are given to the real property,
sal es tax, and other revenue conponents, and (3) use a
conposite index that takes nedian adjusted gross incone
into account for localities with skewed i ncone
distributions. 1In addition, if the State continues to
rei nburse localities for foregone revenues due to the
phase-out of the | ocal personal property tax, the General
Assenbly may wi sh to consider in the future how the
conposite index could be inproved to better address this
aspect of local ability to pay.

Finally, M. Chairman, | would Iike to thank the
Superi ntendent of Public Instruction, Dr. Jo Lynne DeMary,
and her staff for their assistance throughout this study,
especially M. Dan Tinberlake and M. Kent Dickey for
answering our nmany questions on the education budget and
SOQ fundi ng nodel issues. Also, a special thanks to | ocal
school divisions for filling out their |engthy and
exhaustive surveys, which were integral to the study’s
analysis. W had a 100 percent response.

Now, M. Chairman, | would like to introduce M. Bob
Rot z, Senior Division Chief, who was responsible for
directing this study.



